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We have audited the financial statements of this local unit of government and rendered an opinion on financial statements
prepared in accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform
Reporting Format for Financial Statements for Counties and Local Units of Government in Michigan by the Michigan
Department of Treasury.

We affirm that:

1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised.

2. We are certified public accountants registered to practice in Michigan.

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in
the report of comments and recommendations

You must check the applicable box for each item below.

[ ]yes no 1. Certain component units/funds/agencies of the local unit are excluded from the financial statements.

[ ]yes no 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained
earnings (P.A. 275 of 1980).

[Tyes

N

no 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of
1968, as amended).

[ ]yes no 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act
or its requirements, or an order issued under the Emergency Municipal Loan Act.
|:| yes no 5. The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20

of 1943, as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

[ ]yes

N

no 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing
unit.

[ ]yes

N

no 7. The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year
earned pension benefits (normal costs) in the current year. If the plan is more than 100% funded and
the overfunding credits are more than the normal cost requirement, no contributions are due (paid
during the year).

|:| yes no 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of
1995 (MCL 129.241).

[ ]yes no 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).
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Independent Auditors' Report

Members of the Authority Board
Charter Township of Oscoda
Downtown Development Authority
losco County, Michigan

We have audited the accompanying financial statements of the governmental activities and major fund of the Charter
Township of Oscoda Downtown Development Authority, losco County, Michigan, a component unit of the Charter
Township of Oscoda, as of and for the year ended December 31, 2004, which collectively comprise the Authority’s basic
financial statements, as listed in the index. These component unit financial statements are the responsib ility of the
Authority's management. Our responsibility is to express opinions on these basic financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities and major fund of the Charter Township of Oscoda Downtown Development
Authority, losco County, Michigan, as of December 31, 2004, and the respective changes in financial position thereof for
the year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 21, 2005 on our
consideration of the Charter Township of Oscoda Downtown Development Authority's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

As described in Note 2, the Charter Township of Oscoda Downtown Development Authority has implemented a new
financial reporting model, as required by the provisions of GASB Statement No. 34, Basic Financial Statements -and
Management’s Discussion and Analysis-for State and Local Governments, as of December 31, 2004.

The management’s discussion and analysis and budgetary comparison information are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information. However, we
did not audit the information and express no opinion on it.

Stachomeon, Gaside € G., F.C.

Offices: 325 Newman Street, East Tawas, MI 48730 Members:
East Tawas www.stephensongracik.com A.LC.PA.
West Branch 989-362-4491 . 989-362-8351 Fax M.A.C.P.A
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MANAGEMENT’S DISCUSSION A.ND ANALYSIS

The dlSCllS sion:and analys1s of the Charter Towns]np of Oscoda Downtown Development Author;lty 5 (the
 Authority) financial ‘performance- provides an overview of the Authority’s financial activities for the year ended’

o ‘December 31, 2004. This analysis; a requirement of Governmental Accounting Standards Board Statement 34

1.

(GASB 34) om1ts certaln comparat1ve data that w111 be avaﬂable m future years

Flnancml nghllghts

: L. The Authonty s assets exceeded 1ts hablhtles by $267 221

. . 'The Authonty o total net assets mcreased hy $33 432

. '-The Authonty 8 governmental fund reported combmed endmg fund balance of $267 221 t]ns year an mcrease f .
. of $33 432 The entn'e amount is avatlable for spendmg (unr esewed fund balance) : AT

-3

Ovemew of the Fmanclal Statements 'j -

‘ | The ﬁnanc1a1 statements are orgamzed 50 the reader can understand the Authonty asa ﬁnanc1a1 Whole The
e statements also ploV1de a detaﬂed look at spemﬁc financial cond1t1ons - :

The Authorlty s basw fmantnal statements are comprlsed of three components The government—w1de ﬁnanclal
statements, fund financial statements, and notes to financial statements. Because thie Authority is a smgle-purpose

]

government the government—wlde and fund financial statements have. been. combmed The report also contams o
Y other supplementary mformatzon in addltlon to the basw fmanc1a1 statements e : o

‘ Government—mde Fmanclal Statements .

The statement of net assets and the sratement of acfzvztzes dtsplay mformatmn a"nout the Authonty as a Whole

o The statements detail the activities of the Authonty that are governmental in nature, Govemmental act1v1t1es are

_ normally supp orted hy taxes and mtergovemmental revenues

‘_The statement o:f net assets presents the ﬁnancral conchtlon of the Authorlty at year end The statement of

. activities presents a comparison betweeri dJrect expenses and program revenues of the Authonty S governmental
.+, activities. Direct expénses are those that are specifically assomated W1th a service; program or department and,
o therefore clearly 1dent1ﬁab1e to apart1cular functlon : S :

. {‘Program revenues mclude charges paid by the rec1p1ent for the goods ot services oﬂered by the program and

‘grants and contributions that are restricted to meetirg the operatlonal or capital requirements of a particular: .

o -program ‘The Authority does not currently have ‘ary program revenues. Revenues thatare not classified as |
- 'program revenues are presented as general revenues of' the Authonty w1th certain hm_tted exceptlons The S

7 110'S. State Street - - -
Oscoda, Mlclngan 48750 ..




comparisons of direct expenses with program revenues identifies the extent to which each governmental program
or business activity is sdlf-financing or draws from the genera revenues of the Authority .

The Authority is acomponent unit of the Charter Township of Oscoda. The Authority is separate and may buy,
s, lease, and mortgage property in their own name and can sue or be sued in their own name.

The Charter Authority of Oscoda Downtown Development Authority displays assetstotd ing $267,443 compri sed
of cash and cash equivdents.

Fund Financial Statements

The Authority uses afund to maintain its financia records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. The Authority’s fund is a governmental fund.

Governmental Funds:

Governmental funds are those through which al governmental functions of the Authority are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the governmental fund according to the purpose for which they may or must be
used. The difference between governmenta fund assets and liabilities is reported as fund balance. The following
isthe Authority’s mgjor governmentd fund:

e Specid Revenue Fund — This fund accounts for al financial transactions of the Authority, including the
general operating expenditures. Revenues are derived primarily from property taxes. The fund was
established to halt property value deterioration and to increase property tax vauation where possible in
the business digtrict of the Charter Township of Oscoda, to eliminate the causes of that deterioration and
to promote economic growth.

Notes to Financial Statements
The notes provide additional information that is essentia to a full understanding of the data provided on the
Authority government -wide and fund financial statements. Exhibit C notes 1 — 3 provide a thorough view of
various aspects of the audited financial statements.

Other Information:

In addition to the basic financia statements and accompanying notes, this report aso presents a budget and actual
statement .

Government -Wide and Fund Financial Analysis
Because this is the first year of implementatio n of Government Accounting Standards Board Statement No. 34,
which requires this new reporting model, the following tables present only current year data. In future years, when

prior-year information is available, comparative analysis of government -wide data will be presented.

The Authority’s government -wide and fund financia statements have been combined as the amounts are the
same. A reconciliation schedule is not necessary.



Summary of Net Assts:

The following summarizes the net assets of the Authority at December 31, 2004:

Net Assaets Summary

Governmental
Activities
Current Assets $ 267,443
Current Liabilities 222
Net Assets:
Unrestricted $ 267,221

Summary of Changesin Net Assts:

Following is an analysis of the changes in net assets for 2004. Since this is the first year the Authority has
prepared financia statements following GASB Statement No. 34, revenue and expense comparisons to 2003 are
not available. In future years, when prior year information is available, a comparative anaysis of government -

wide datawill be presented.

Generdly spesking, the Authority’s net assets represent the difference between assets and liabilities.
It is the Authority ’s practice, in generd, to first apply restricted resources when an expense is incurred for
purposes for which both restricted and unrestricted net assets are available.

Program Expenses.
Community and Economic Development

General Revenues:
Current Taxes
Interest on Investments

Total General Revenues
Change in Net Assets
Beginning Net Assets
Ending Net Assts

Governmental Activities

With GASB 34 implementation, this new component of reporting reflects the Satement of Activities and

Governmental

Activities

$ 751

illustrates the expense incurred and revenue received.



Totd governmentd activities reveal revenues of $34,183 from property taxes and interest on investments.
Operating expenses totaled $751 for these same activities.

Budgetary Highlights

Fisca Year 2004 saw the Authority Specid Revenue Fund Baance increase from $233,789 to $267,221. This
was the result of minimal expenditures of only $751 in the year ending December 31, 2004. Actud expenditures
were well below budgeted expenditures of $4,300.

Economic Factors

It is anticipated that financial activity of the Downtown Development Authority will increase significantly in the
future as efforts are undertaken to implement the Tax Increment Finance and Development Plan. Discussions
have been initiated with the Michigan Department of Transportation regarding pursuit of grant funding to
construct streetscape improvements.  This is anticipated to require professiona planning assistance, with related
expenditures, in the upcoming fiscd year. Should these efforts prove successful the DDA is likely to be
providing asignificant amount of funding to the projects in the form of loca match for grant proceeds theresfter .

Requests for Information

This financia report is designed to provide a general overview of the Authority 's finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report or
requests for additional financia information should be addressed to the Charter Township of Oscoda
Superintendent, 1110 South State Street, Oscoda, Michigan, 48750.



EXHIBIT A
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

GOVERNMENTAL FUND BALANCE SHEET/
STATEMENT OF NET ASSETS
December 31, 2004

Special
Revenue Statement of
Fund Adjustments Net Assets
Assets
Cash and cash equivalents (Note 3) $ 267,443 $ 0 $ 267,443
Liabilities
Due to primary government $ 222 0 222
Fund Equity/Net Assets
Fund balances:
Unreserved, reported in:
Special revenue fund 267,221 (267,221) (0)
Total Liabilities and Fund Equity $ 267,443
Net assets:
Unrestricted $ 267,221 $ 267,221

The accompanying notes to financial statements are an integral part of this statement.

-6-



Revenue
Current taxes
Interest on investments

Total revenue

Expenditures
Professional services

Other
Total expenditures

CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

STATEMENT OF GOVERNMENTAL FUND REVENUE,
EXPENDITURES AND CHANGES IN FUND BALANCES/
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2004

Excess of revenue over expenditures

Fund balance/net _assets:

Fund balance - beginning of year

Fund balance - end of year

EXHIBIT B

Total Governmental
Fund/Statement
of Activities

$ 32,125
2,058

34,183

520
230

750

33,432

233,789

$ 267,221

The accompanying notes to financial statements are an integral part of this statement.

-7-



NOTE 1 -

EXHIBIT C
Page 1
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Authority conform to accounting principles generally accepted in the United
States of America (GAAP) applicable to governmental units. Private-sector standards of accounting issued
after November 30, 1989, are generally followed in the government-wide financial statements to the extent that
those standards do not conflict with the standards of the Governmental Accounting Standards Board. The
following is a summary of the significant accounting policies.

A. Description of Authority's Operations

The Charter Township of Oscoda Downtown Development Authority operates under the supervision and
control of the Board of Trustees consisting of the Supervisor of the Charter Township of Oscoda and ten (10)
members as provided by Act 197. The Authority was established to halt property value deterioration and to
increase property tax valuation where possible in the business district of the Township, to eliminate the
causes of that deterioration and to promote economic growth.

These financial statements have been combined with the Charter Township of Oscoda's basic financial
statements, and are presented as a discrete component unit of the Township.

B. Basis of Presentation

The Authority’s basic financial statements combine the government -wide financial statements and the fund
financial statements as permitted because the Authority is a special purpose government that engages in a
single type of activity. The statement of net assets is combined with the governmental fund balance sheet
on Exhibit A, and the adjustment column reconciles the differences between the two statements. The
statement of activities and governmental fund revenue, expenditures, and changes in fund balances are
combined on Exhibit B where, the reconciling adjustment column is not included due to the information
being the same for both statements.

Government -Wide Financial Statements

The governmental fund balance sheet/statement of net assets and the statement of governmental fund
revenue, expenditures and changes in fund balance/statement of activities display information about the
Authority as a whole.

The governmental fund balance sheet/statement of net assets presents the financial condition of the
governmental activities of the Authority at year end. Governmental activities are normally supported by
taxes and intergovernmental revenues. The statement of governmental fund revenues, expenditures and
changes in fund balance/statement of activities presents a comparison between direct expenses and
program revenues for each program or function of the Authority’s governmental activities. Direct expenses
are those that are specifically associated with a service, program, or department and, therefore, clearly
identifiable to a particular function. Program revenues include charges paid by the recipient of the goods
or services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not classified as program
revenues are presented as general revenues of the Authority, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each governmental
program is self-financing or draws from the general revenues of the Authority.



EXHIBIT C
Page 2
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2004

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Basis of Presentation (Continued)
Fund Financial Statements

During the year, the Authority segregates transactions related to certain Authority functions or activities in
separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the Authority at this more detailed level.

C. Fund Accounting

The Authority uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts.

Governmental Fund

Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the governmental fund according to the purposes for which they may
or must be used. Current liabilities are assigned to the fund from which they will be paid. The difference
between governmental fund assets and liabilities is reported as fund balance. The Authority’s special
revenue fund is considered a governmental fund.

D. Measurement Focus
Government -Wide Financial Statements

The government -wide financial statements are prepared using the economic resources measurement
focus.

All assets and all liabilities associated with the operation of the Authority are included on the statement of
net assets.

Fund Financial Statements

The governmental fund is accounted for using a flow of current financial resources measurement focus.
With this measurement focus, only current assets and current liabilities are generally included on the
balance sheet. The statement of revenue, expenditures, and changes in fund balance reflects the sources
(i.e., revenues and other financial sources) and uses (i.e., expenditures and other financial uses) of current
financial resources.

E. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government -wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Differences in the accrual
and modified accrual basis of accounting arise in the recognition of revenue, the recording of deferred
revenue, and in the presentation of expenses versus expenditures.



EXHIBIT C
Page 3
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2004

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Basis of Accounting (Continued)

Revenues — Exchange and Nonexchange Transactions

Revenues resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On the modified accrual basis,
revenue is recognized in the year in which the resources are measurable and become available. Available
means the resources will be collected within the current year or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current year. For the Authority, available means expected to
be received within sixty days after year end.

Nonexchange transactions, in which the Authority receives value without directly giving equal value in
return, include property taxes, grants, entittements, and donations. On the accrual basis, revenue from
property taxes is recognized in the year for which the taxes are levied. Revenue from grants, entitlements,
and donations is recognized in the year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when the resources are required to be
used or the year when use is first permitted; matching requirements, in which the Authority must provide
local resources to be used for a specified purpose; and expenditure requirements, in which the resources
are provided to the Authority on a reimbursement basis. On the modified accrual basis, revenue from
nonexchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the Authority’s revenue sources are considered both measurable and
available at year end.

Expenses/Expenditures

On the accrual basis, expenses are recognized at the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in

which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmental funds.

F. Budgets and Budgetary Accounting

The Charter Township of Oscoda Downtown Development Authority normally follows these procedures in
establishing the budgetary data reflected in the financial statements.

1. The Authority Chairman submits to the Authority Board a proposed operating budget which includes
proposed expenditures and the means of financing them.

2. A public hearing is conducted to obtain taxpayer comments.

3. Prior to January 1, the budget is legally enacted through passage of a Board motion.

-10 -



EXHIBIT C
Page 4
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2004

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Budgets and Budgetary Accounting (Continued)

All budget appropriations lapse at year end. Budgetary amounts reported herein are as originally adopted,
or as amended by the Authority Board throughout the year.

Budgets shown in the financial statements are adopted on a basis consistent with generally accepted
accounting principles, and consist only of those amounts contained in the formal budget approved and
amended by the Authority Board.

G. Cash and Cash Eqguivalents

For presentation on the financial statements, investments in cash management pools and investments with
an original maturity of three months or less at the time they are purchased by the Authority are considered
to be cash equivalents. Investments with an initial maturity of more than three months are reported as
investments.

Investments are reported at fair value, except for repurchase agreements and certificates of deposit which
are reported at cost. Fair value is based on quoted market prices. Mutual funds are reported at current
share price.

H. Extraordinary and Special Items

Extraordinary items are transaction s or events that are both unusual in nature and infrequent in
occurrence. Special items are transactions or events that are within the control of the Board and that are
either unusual in nature or infrequent in occurrence. Neither type of transaction occurred during the
current year.

I. Use of Estimates

The process of preparing financial statements in conformity with generally accepted accounting principles
requires the use of estimates and assumptions regarding certain types of assets, liabilities, revenues, and
expenses. Such estimates primarily relate to unsettled transactions and events as of the date of the
financial statements. Accordingly, upon settlement, actual results may differ from estimated amounts.

NOTE 2 - CHANGE IN ACCOUNTING PRINCIPLES

For 2004, the Authority has implemented Governmental Accounting Standards Board (GASB) Statement
Number 33 “Accounting and Financial Reporting for Non-Exchange Transactions,” as amended by Statement
Number 36 “Recipient Reporting for Certain Shared Non-Exchange Revenue,” which establishes standards
for recording non-exchange transactions on the modified accrual and accrual basis of accounting; Number 34,
“Basic Financial Statements -and Management's Discussion and Analysis-for State and Local Governments”;
GASB Statement No. 37, “Basic Financial Statements and Management's Discussion and Analysis for State
and Local Governments: Omnibus”; GASB Statement No. 38, “Certain Financial Statement Note
Disclosures”; and GASB Interpretation No. 6, “Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Statements”.

-11 -



NOTE 2 -

NOTE 3 -

EXHIBIT C
Page 5
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2004

CHANGE IN ACCOUNTING PRINCIPLES (CONTINUED)

GASB Statement No. 34 creates new basic financial statements for reporting on the Authority’s financial
activities. The financial statements include government-wide financial statements prepared on the accrual
basis of accounting. The government -wide financial statements split the Authority’s programs between
governmental activities and business type activities. The Authority does not currently have any business -type
activities.

GASB Statement No. 37 makes certain clarifications regarding escheat property and modifies several
provisions of GASB Statement No. 34, including the Management's Discussion and Analysis. GASB
Statement No. 38 modifies, establishes, and rescinds certain financial statement disclosure requirements.
GASB Interpretation No. 6 clarifies the application of standards for modified accrual recognition of certain

liabilities and expenditures in areas where differences have arisen, or potentially could arise, in interpretation
and practice.

DEPOSITS AND INVESTMENTS

At year-end, the Authority’s deposits were reported in the basic financial statements in the following categories:

Cash and Cash Equivalents $ 267443

The breakdown between deposits is as follows:

Bank Deposits (checking account) $ 521
Investment in Municipal Investment Account
Pooled Funds and Similar Vehicles 266,922
2067443
Deposits:

Deposits are carried at cost. Deposits of the Charter Township of Oscoda Downtown Development Authority
are held at National City Bank, Oscoda, Michigan, in the name of the Township Treasurer. At year end, the
carrying amounts of the Authority's deposits were classified as to risk as follows:

Carrying Bank
Amount Balance
Insured (FDIC) $ 921 $ 221

-12 -



EXHIBIT C
Page 6
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2004

NOTE 3- DEPOSITS AND INVESTMENTS (CONTINUED)
Investments:

The Authority has adopted an investment policy in accordance with Act 196, PA 1997 which authorizes the
Authority to deposit and invest in the following:

*  Accounts of federally insured banks, credit unions and savings and loan associations

*  Bonds and other direct obligations of the United States or an agency or instrumentality of the United
States

*  United States government or federal agency obligation repurchase agreements
*  Banker's acceptances of United States banks

*  Commercial paper rated within the two highest classifications by not less than two standard rating
services which matures not more than 270 days after the date of purchase

*  Mutual funds registered under the Investment Company Act of 1940, Title | of Chapter 686, 54 Stat.
789, 15 U.S.C. 80a-1 to 80a-3 and 80a-4 to 80a-64, with the authority to purchase only investment
vehicles that are legal for direct investment by a public corporation

Michigan law requires that public funds may not be deposited in financial institutions that do not maintain an
office in Michigan. The Authority's deposits and investments are in accordance with statutory authority.

All investments at December 31, 2004 consisted of the following which are not required to be categorized:

Carrying Market
Amount Value
Nonrisk -Categorized
Financial institution pooled funds $ 266922 $ 266,922
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REQUIRED SUPPLEME NTARY INFORMATION



EXHIBIT D
CHARTER TOWNSHIP OF OSCODA
DOWNTOWN DEVELOPMENT AUTHORITY

losco County, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES
IN FUND BALANCES - BUDGET AND ACTUAL
For the Year Ended December 31, 2004

Variance -
Original Amended Favorable
Budget Budget Actual (Unfavorable)
Revenue
Current taxes $ 41,000 $ 32,000 $ 32,125 % 125
Interest on investments 1,300 1,500 2,058 558
Total revenue 42,300 33,500 34,183 683
Expenditures
Community and economic development
Professional services 3,600 3,600 520 3,080
Other 700 700 230 470
Total expenditures 4,300 4,300 750 3,550
Excess of revenue over expenditures 38,000 29,200 33,432 4,232
Fund balance - beginning of year 233,789 233,789 233,789 0
Fund balance - end of year $ 271,789 $ 262,989 $ 267221 $ 4,232
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Herman A Bertuleit, CPA

February 21, 2005

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Authority Board
Charter Township of Oscoda
Downtown Development Authority
losco County, Michigan

We have audited the financial statements of the governmental activities and major fund of the Charter Township of
Oscoda Downtown Development Authority, as of and for the year ended December 31, 2004, which collectively
comprise the Authority’s basic financial statements and have issued our report thereon dated February 21, 2005. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Charter Township of Oscoda Downtown Development

Authority's financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Charter Township of Oscoda Downtown Development

Authority' s internal control over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control over financial
reporting. Our consideratio n of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that misstatements in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.

This report is intended solely for the information and use of management, the Authority Board and the Michigan
Department of Treasury and is not intended to be and should not be used by anyone other than these specified parties

Stachomeon, Gaside € G., F.C.
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